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DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

Health  Care  Financing  Administration 
[42  CFR  Parts  449  and  450] 

MEDICAL  ASSISTANCE  PROGRAM 
Rural  Health  Clinic  Services 

AGENCY:  Health  Care  Financing  Ad¬ 
ministration  (HCFA),  HEW. 

ACTION:  Proposed  rule. 

SUMMARY:  This  proposed  regulation 
governs  the  coverage  and  reimburse¬ 
ment  of  rural  health  clinic  services 
under  State  Medicaid  programs.  Med¬ 
icaid  regulations  would  be  amended  to 
implement  the  Medicaid  amendments 
of  the  Rural  Health  Clinic  Services 
Act  of  1977  (Pub.  L.  95-210)  which 
become  effective  July  1,  1978.  The 
purpose  of  that  Act  is  to  expand  the 
availability  of  medical  services  in  rural 
areas,  by  reimbursing  the  services  of 
physician  assistants  and  nurse  practi¬ 
tioners. 

DATES:  Consideration  will  be  given  to 
written  comments  and  suggestions  re¬ 
ceived  on  or  before  May  1,  1978.  Please 
refer  to  MMB-239-P.  Agencies  and  or¬ 
ganizations  are  requested  to  submit 
comments  in  duplicate. 

ADDRESSES:  Address  comments  to: 
Administrator,  Health  Care  Financing 
Administration,  P.O.  Box  2366,  Wash¬ 
ington,  D.C.  20013.  Comments  will  be 
available  for  public  inspection,  begin¬ 
ning  approximately  2  weeks  after  pub¬ 
lication,  in  room  5225  of  the  Depart¬ 
ment’s  Offices  at  330  C  Street  SW., 
Washington,  D.C.,  on  Monday  through 
Friday  of  each  week  from  8:30  a.m.  to 
5  p.m.,  202-245-0950. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Joseph  Dougherty,  Medicaid 
Bureau,  HCFA,  room  2622,  330  C 
Street  SW..  Washington,  D.C.  202C1, 
202-245-8990. 

SUPPLEMENTARY  INFORMATION: 
The  Rural  Health  Clinic  Services  Act 
of  1977  (Pub.  L.  95-210,  December  13, 
1977)  extends  Medicaid  and  Medicare 
benefits  to  cover  health  care  services 
furnished  by  clinics  operating  in  rural 
areas  where  access  to  traditional  phy¬ 
sician  care  has  been  difficult  and  spe¬ 
cially  trained  primary  care  practition¬ 
ers  furnish  the  health  care  services 
needed  by  the  community.  These  spe¬ 
cially-trained  practitioners  are  typical¬ 
ly  called  physician  assistants  and 
nurse  practitioners. 

This  proposed  regulation  pertains 
only  to  the  Medicaid  program.  It  is  the 
third  of  three  regulations  implement¬ 
ing  Pub.  L.  95-210.  The  first  regulation 
(42  CFR  part  481)  was  published  in 


the  Federal  Register  on  February  8, 
1978  (43  FR  5373),  and  specified  the 
certification  requirements  which  rural 
health  clinics  must  satisfy  in  order  to 
participate  in  Medicare  and  Medicaid. 
Because  of  the  urgent  need  to  begin 
certifying  these  clinics,  that  regulation 
was  published  as  a  final  rule,  with  an 
invitation  for  comments  regarding  pos¬ 
sible  revision. 

The  second  regulation  (42  CFR  part 
405,  subpart  X)  governs  Medicare  cov¬ 
erage  and  reimbursement.  Because  the 
statute  is  effective  for  Medicare  on 
March  1,  1978,  that  regulation  also 
was  published  on  that  date  as  a  final 
rule,  with  an  invitation  for  comments 
(43  FR  8258).  As  discussed  more  fully 
below,  many  of  the  rules  governing 
coverage  and  reimbursement  under 
Medicaid  will  be  established  through 
incorporation  by  reference  to  the 
Medicare  regulation.  (The  references 
in  this  preamble  to  the  Medicare  reim¬ 
bursement  regulation  means  the  one 
published  on  March  1.) 

Pub.  L.  95-210  established  July  1, 
1978,  as  the  date  on  which  rural 
health  clinic  services  become  a  manda¬ 
tory  service  (if  consistent  with  State 
law)  for  the  categorically  needy  under 
State  Medicaid  programs.  We  expect 
to  have  this  regulation  published  in 
final  before  that  date.  In  the  mean¬ 
time,  a  rural  health  clinic  interested  in 
participating  in  the  Medicaid  program 
can  contact  the  State  certification 
agency  (which  is  typically  the  State 
Health  Department)  and  the  State 
Medicaid  agency  to  obtain  more  infor¬ 
mation  and  any  necessary  application 
or  agreement  forms. 

We  believe  that  simple  requirements 
will  contribute  to  efficient  administra¬ 
tion.  We  are  aware  that  many  rural 
health  clinics  are  relatively  small  oper¬ 
ations,  furnishing  services  under 
unique  circumstances  warranting 
flexibility.  We  intend  to  implement 
these  regulations  in  that  spirit. 

Major  provisions 

1.  REQUIREMENT  FOR  COVERAGE  OF  RURAL 
HEALTH  CLINIC  SERVICES 

Pub.  L.  95-210  adds  rural  health 
clinic  services  to  those  services  for 
which  Federal  financial  assistance  is 
available  under  Medicaid  by  grouping 
them  with  “outpatient  hospital  ser¬ 
vices.”  Consequently,  any  State  which 
permits  primary  health  care  services 
to  be  furnished  by  a  nurse  practitioner 
or  a  physician  assistant,  must  also  in¬ 
clude  rural  health  clinic  services  for 
the  categorically  needy.  With  respect 
to  the  medically  needy,  the  State  may 
exercise  its  discretion  on  whether  to 
cover  rural  health  clinic  services.  If, 
however,  outpatient  hospital  services 
are  included  as  a  required  service  for 
the  latter  group,  rural  health  clinic 
services  must  also  be  covered.  (See  42 
CFR  448.1  for  an  explanation  of  “cate¬ 


gorically  needy”  and  “medically 
needy”  and  42  CFR  449(10)(a)  for  re¬ 
quired  sendees.) 

2.  COVERED  SERVICES:  PHYSICIAN,  NURSE 

PRACTITIONER,  AND  PHYSICIAN  ASSIS¬ 
TANT  SERVICES 

In  summary  terms,  any  medical  ser¬ 
vice  typically  furnished  by  a  physician 
in  an  office  or  as  a  physician  home 
visit  is  reimbursable  as  a  rural  health 
clinic  service,  whether  performed  by  a 
physician,  nurse  practitioner,  or  physi¬ 
cian  assistant.  However,  the  services  of 
a  nurse  practitioner  or  physician  assis¬ 
tant  must  be  furnished  under  the 
medical  supervison  of  a  physician.  The 
nature  of  this  supervision,  however, 
may  be  indirect— as  specified  in  more 
detail  in  the  regulations  governing  cer¬ 
tification  (See  42  CFR  481.8;  43  FR 
5376)— rather  than  “over  the  shoul¬ 
der.”  Such  services  must  also  conform 
to  any  State  requirements  regarding 
the  scope  or  conditions  of  their  prac¬ 
tice.  (Coverage  of  nurse  practitioners 
and  physicians  assistants  as  individual 
practitioners  aside  from  rural  health 
clinic  services  remains  optional  with 
States  (42  CFR  449.10(b)(6)).) 

It  State  law  permits  the  practice  of 
nurse  midwives  or  nurse  practitioner 
who  specialize  in  specific  primary  care 
services,  their  services  will  also  be  re¬ 
imbursed  under  the  Medicaid  pro¬ 
gram.  It  should  be  noted,  however, 
that  in  order  to  be  certified  for  Medic¬ 
aid  participation,  a  rural  health  clinic 
must  have  a  nurse  practitioner  or  phy¬ 
sician  assistant  on  the  staff.  The  pres¬ 
ence  on  the  staff  of  a  nurse  midwife  or 
specialized  nurse  practitioner  will  not, 
by  itself,  satisfy  this  requirement.  See 
42  CFR  481.2  and  481.8  (43  FR  5375, 
5376)  for  the  definition  of  nurse  prac¬ 
titioner  and  for  the  certification  re¬ 
quirement.  The  definitions  for  nurse 
midwife  and  specialized  nurse  practi¬ 
tioner  are  set  forth  in  the  Medicare  re¬ 
imbursement  regulation  at  42  CFR 
405.2401  (43  FR  8261). 

The  rural  health  clinic  services  may 
be  furnished  at  the  clinic  itself,  or 
may  be  furnished  at  the  patient’s  resi¬ 
dence  or  at  a  hospital  or  other  medical 
facility. 

3.  PHYSICIAN  REIMBURSEMENT 

The  issue  is  whether  services  fur¬ 
nished  by  a  physician  shall  be  treated 
as  covered  rural  health  clinic  services 
(for  which  the  clinic  is  reimbursed)  or 
as  physicians’  services  to  be  reim¬ 
bursed  on  a  fee-for-service  basis  direct¬ 
ly  by  the  State.  In  resolving  this  issue, 
we  have  ought  to  balance  two  con¬ 
cerns— one,  that  furnishing  rural 
health  clinic  services  not  be  made  un¬ 
attractive  to  a  physician  interested  in 
doing  so  and,  two,  that  the  program  be 
administered  efficiently,  with  mini¬ 
mum  opportunities  for  potential 
abuse.  Our  proposed  solution  is  to 
treat  all  physician  services  which  are 
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furnished  at  the  clinic  as  clinic  ser¬ 
vices,  with  reimbursement  under  Med¬ 
icaid  necessarily  made  to  the  clinic. 
(The  physician  will  then  receive  his 
compensation  from  the  clinic.)  With 
respect  to  physician  services  furnished 
away  from  the  clinic,  the  method  of 
reimbursement  will  be  determined  ac¬ 
cording  to  whatever  agreement  the 
clinic  has  reached  with  the  physician. 
The  physician  and  the  clinic  may 
agree  that  services  furnished  away 
from  the  clinic  will  be  included  in  the 
clinic’s  reimbursable  costs  or  they  may 
agree  that  the  physician  will  be  reim¬ 
bursed  by  the  State  on  a  fee-for-ser- 
vice  basis.  In  either  event,  we  expect 
there  to  be  a  written  agreement  which 
deals  with  this  issue  in  general  terms, 
rather  than  permitting  an  ad-hoc  or 
case-by-case  determination. 

4.  SERVICES  AND  SUPPLIES  FURNISHED 

“INCIDENT  TO’’  PROFESSIONAL  HEALTH 

CARE  SERVICES 

The  clinic  will  be  reimbursed  for  ser¬ 
vices  and  supplies  which  are  furnished 
incident  to  the  professional  services  of 
a  physician,  physician  assistant,  nurse 
practitioner,  nurse  midwife,  or  special¬ 
ized  nurse  practitioner.  For  this  pur¬ 
pose,  we  propose  to  define  services  and 
supplies  furnished  “incident  to”  a  pro¬ 
fessional  service  as  those  which  are: 

(i)  Commonly  furnished  in  a  physi¬ 
cian’s  office; 

<ii)  Commonly  furnished  by  the 
clinic  without  additional  charge  or  in¬ 
cluded  in  the  clinic  bill; 

(iii)  Furnished  as  an  integral,  but  in¬ 
cidental  part  of  the  professional  ser¬ 
vice; 

<iv)  Furnished  under  the  direct,  per¬ 
sonal  supervision  of  a  health  profes¬ 
sional;  and 

(v)  Furnished  by  an  employee  of  the 
clinic. 

5.  VISITING  NURSE  CARE 

The  statute  also  provides  that  a 
rural  health  clinic  may  be  reimbursed 
for  intermittent  or  part-time  nursing 
care,  if  the  clinic  is  located  in  an  area 
in  which  there  is  a  shortage  of  home 
health  agencies  and  the  nursing  care 
Ls  furnished: 

(i)  By  a  registered  professional 
nurse,  or  a  licensed  practical  or  voca¬ 
tional  nurse; 

(ii)  To  a  home  bound  individual;  and 

(iii)  Under  a  written  plan  of  treat¬ 
ment  which  is  established  by  one  of 
the  primary  care  health  professionals 
on  the  clinic  staff  and  perlodially  re¬ 
viewed  by  supervisory  physician. 

In  implementing  this  provision  of 
the  statute,  the  Department  proposes 
to  define  “homebound”  quite  flexibly 
to  be  any  peron  who  is  temporarily  or 
permanently  confined  to  his  or  her 
place  of  residence  because  of  a  medical 
or  health  condition.  We  also  propose 
that  the  requirement  for  periodic 
review  by  a  supervising  physician  be 


implemented  by  requiring  review  at 
least  every  60  days.  The  Health  Care 
Financing  Administration  (HCFA)  will 
determine  whether  the  clinic  is  locat¬ 
ed  in  an  area  with  a  shortage  of  home 
health  agencies  in  accordance  with  cri¬ 
teria  specified  in  the  new  Medicare  re¬ 
imbursement  regulation  at  42  CFR 
405.2417  (43  FR  8264).  In  general 
terms,  HCFA  will  designate  a  shortage 
area  if  the  supply  of  home  health  ser¬ 
vices  does  not  meet  the  needs  of  the 
community  or  if  the  climate  or  terrain 
make  it  unreasonable  for  existing 
home  health  agencies  to  serve  the  pa¬ 
tients  who  would  receive  visiting  nurse 
services  from  the  clinic. 

The  visiting  nurse  care  service  avail¬ 
able  under  this  provision  differs  in  cer¬ 
tain  notable  respects  from  the  home 
health  services  currently  provided 
under  Medicaid.  (See  42  CFR 
449.0(b)(7).)  The  latter  does  not  re¬ 
quire  the  patient  to  be  homebound. 
On  the  other  hand,  the  former  is  more 
flexible,  in  that  it  permits  sendees  to 
be  provided  by  a  licensed  practical 
nurse  and  does  not  require  the  clinic 
to  obtain  additional  certification  as  a 
home  health  provider. 

6.  OTHER  AMBULATORY  SERVICES 

In  addition  to  the  services  described 
above  (which  are  the  same  as  the  rural 
health  clinic  services  covered  under 
Medicare),  a  rural  health  clinic  will  be 
reimbursed  for  any  other  ambulatory 
services  which  are  covered  under  the 
State  Medicaid  plan.  (Examples  of 
such  services  include  routine  physi¬ 
cals,  EPSDT  (early  and  periodic 
screening,  diagnosis,  and  treatment  for 
persons  under  21),  dental  services  and 
prescribed  drugs.)  With  respect  to 
these  ambulatory  services,  the  physi¬ 
cian  supervisory  responsibilities  speci¬ 
fied  in  the  certification  regulations  at 
42  CFR  481.8  (43  FR  5376)  are  not  re¬ 
quired  by  Federal  statute  or  regula¬ 
tion,  but  the  clinic  must  comply  with 
any  required  physician  arrangements 
established  by  State  law  or  the  State 
Medicaid  plan. 

7.  GENERAL  REIMBURSEMENT  PRINCIPLES 

In  order  the  minimize  the  complex¬ 
ity  and  administrative  burdens  im¬ 
posed  on  a  participating  clinic,  the 
Rural  Health  Clinic  Services  Act,  and 
its  accompanying  legislative  history, 
seek  to  foster  close  conformity  be¬ 
tween  the  reimbursement  practices 
under  Medicare  and  those  under  Med¬ 
icaid.  Consequently,  this  proposed  reg¬ 
ulation  essentially  incorporates  the  re¬ 
imbursement  principles  and  methods 
specified  in  detail  in  the  Medicare  re¬ 
imbursement  regulation  at  42  CFR, 
subpart  X  (43  FR  8261).  Although  a 
brief  summary  of  these  principles  and 
methods  is  set  out  below,  reference  to 
the  Medicare  regulation  is  recom¬ 
mended  for  anyone  seeking  a  thor¬ 
ough  understanding  or  review. 


8.  DISTINCTION  BETWEEN  “PROVIDER 

CLINICS”  AND  “INDEPENDENT  CLINICS” 

The  Medicare  regulations  distin¬ 
guish  “provider  clinics  (those  that  op¬ 
erate  as  an  integral  part  of  a  hospital, 
skilled  nursing  facility,  or  other  insti¬ 
tution  that  is  participating  under 
Medicare)  from  “independent  clinics” 
(those  that  are  not  part  of  a  Medicare 
provider.  For  purposes  of  Medicaid  re¬ 
imbursement,  a  clinic  that  is  part  of 
an  institution  that  does  not  partici¬ 
pate  in  Medicare  would  be  considered 
an  “independent  clinic”. 

“Provider  clinics”  would  be  reim¬ 
bursed  on  the  basis  of  a  fixed  rate  per 
clinic  visit,  calculated  by  the  Medicare 
fiscal  intermediary,  in  accordance  with 
the  cost  principles  set  forth  in  Subpart 
D  of  Part  405  of  this  chapter.  Indepen¬ 
dent  clinics  will  be  reimbursed  as  ex¬ 
plained  in  the  following  paragraphs. 

9.  REIMBURSEMENT  OF  INDEPENDENT 

CLINICS 

For  “independent  clinics”  we  are  in¬ 
terested  in  a  fully  “prospective” 
method  of  reimbursement,  with  built- 
in  incentives  for  efficient  operation. 
Since  we  lack  the  experience  and  in¬ 
formation  necessary  to  develop  a  pro¬ 
spective  system,  we  propose,  as  an  in¬ 
terim  measure,  a  cost-based,  all-inclu¬ 
sive  rate  per  clinic  visit.  This  rate  will 
be  calculated  by  the  Medicare  carrier, 
in  accordance  with  Subpart  X  of  Part 
405  of  this  chapter.  It  will  be  used  for 
all  or  nearly  all  rural  health  clinic  ser¬ 
vices. 

As  we  stated  in  the  Medicare  reim¬ 
bursement  regulation  (43  PR  8260), 
this  interim  method  of  payment  will 
expire  for  all  reporting  periods  begin¬ 
ning  after  March  1,  1980.  We  intend  to 
publish  a  notice  of  proposed  rulemak¬ 
ing  by  October  1978,  setting  forth  a 
new,  prospective  payment  method.  We 
further  intend  to  have  the  new  pay¬ 
ment  method  promulgated  as  a  final 
rule  and  in  force  for  all  of  these  clinics 
no  later  than  March  1, 1980. 

10.  CALCULATION  OF  THE  ALL-INCLUSIVE 
RATE 

The  carriers  utilized  by  HCFA  to  re¬ 
imburse  clinics  for  the  Medicare  bene¬ 
fit  will  calculate  an  all-inclusive  pay¬ 
ment  rate  for  each  clinic,  based  on  the 
clinic’s  estimated  total  allowable  costs 
and  estimated  total  patient  visits  over 
a  given  period  of  time  (called  the  “re¬ 
porting  period”).  The  rate  could  be  ad¬ 
justed  during  the  reporting  period  if 
the  estimates  of  allowable  costs  or 
visits  turn  out  to  be  inaccurate  or  if, 
because  of  other  circumstances,  the 
rate  no  longer  approximates  the 
actual  allowable  costs  of  the  clinic. 
(See  the  Medicare  reimbursement  reg¬ 
ulations  at  42  CFR  3405.2426). 
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11.  USE  OF  THE  ALL-INCLUSIVE  RATE; 

TREATMENT  OF  “NON-MEDICARE”  SER¬ 
VICES 

The  purpose  of  the  all-inclusive  rate 
is  to  simplify  the  reimbursement  pro¬ 
cess  by  paying  the  clinic  the  same  fee 
for  each  visit  by  an  eligible  beneficia¬ 
ry.  It  appears  that  this  purpose  can  be 
readily  achieved  with  respect  to  Medi¬ 
care  services,  which  are  all  quite  simi¬ 
lar  in  nature.  A  complication  may 
arise  under  Medicaid,  however,  be¬ 
cause  the  State  plan  may  cover  other 
ambulatory  services  or  supplies  not 
covered  under  Medicare.  Some  of 
these  other  services  or  supplies  may 
differ  substantially  in  cost  from  the 
services  provided  under  Medicare.  To 
resolve  this  complication,  we  have 
identified  six  of  the  “non-Medicare” 
ambulatory  services  or  supplies  which 
could  be  covered  by  the  State  Medic¬ 
aid  plan  and  permitted  the  State  to 
choose  from  among  three  alternative 
payment  methods  for  reimbursing 
clinics,  depending  on  how  the  State 
wishes  to  treat  these  six  services.  The 
six  identified  services  and  supplies  are 
dental  services,  eyeglasses,  hearing 
aids,  prescribed  drugs,  prosthetic  de¬ 
vices,  and  durable  medical  equipment. 
Any  other  “non-Medicare”  services 
covered  by  the  State  plan  would  be 
treated  in  the  same  fashion  as  Medi¬ 
care  covered  services. 

Thus,  reimbursement  under  Medic¬ 
aid  could  be  as  follows.  If  the  State 
plan  does  not  include  any  of  the  six 
“non-Medicare”  ambulatory  services 
listed  above,  the  clinic  will  be  reim¬ 
bursed  at  the  Medicare  payment  rate. 
(The  Medicare  rate  will  be  used  even  if 
the  State  plan  covers,  and  the  clinic 
offers,  some  “non-Medicare”  ambula¬ 
tory  services  other  than  the  six  speci- 
ficaly  identified.  Since  these  other  ser¬ 
vices  will  be  very  similar  in  nature  to 
the  services  covered  by  Medicare,  we 
expect  the  Medicare  rate  to  reflect 
reasonably  accurately  the  costs  for 
these  other  services.)  Similarly,  if  the 
State  plan  covers  one  or  more  of  these 
six  services,  but  the  clinic  chooses  not 
to  offer  any  of  them,  the  clinic  will  be 
reimbursed  at  the  Medicare  payment 
rate. 

If  the  State  plan  covers  any  of  the 
six  identified  services  or  supplies,  the 
State  may  choose  among  the  following 
three  options  in  reimbursing  a  clinic 
which  offers  any  such  service  or 
supply. 

As  one  option,  the  State  can  pay  for 
all  of  the  services  and  supplies  offered 
by  a  clinic  at  a  single  rate  per  patient 
visit.  The  rate  for  each  clinic  will  be 
calculated  by  the  Medicare  carrier  in 
the  manner  described  above.  In  calcu¬ 
lating  the  rate,  the  carrier  will  simply 
combine  the  estimated  allowable  costs 
and  visits  used  in  calculating  the  rate 
to  be  used  for  Medicare  reimburse¬ 
ment  with  the  estimated  allowable 
costs  and  visits  for  all  the  additional 
services  and  supplies  offered  by  the 
clinic. 
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The  second  option  permits  the  State 
to  exclude  the  six  identified,  “non- 
Medicare”  ambulatory  services  from 
the  all-inclusive  rate  and  to  reimburse 
each  one  on  a  separate  basis.  In  this 
instance,  the  all-inclusive  rate  being 
used  for  Medicare  services  will  be  used 
to  reimburse  the  clinic  for  all  services 
offered  by  it,  other  than  dental  ser¬ 
vices,  eyeglasses,  hearing  aids,  pre¬ 
scribed  drugs,  prosthetic  devices  and 
durable  medical  equipment.  For  each 
of  these  six  services  or  supplies,  the 
State  may  select  a  fee-for-service 
method  of  payment,  subject  to  the 
upper  limits  on  payments  specified  in 
the  current  Medicaid  regulations  at  42 
CFR  450.30(b).  We  anticipate  that  the 
State  will  make  the  same  payments  it 
now  makes  for  each  such  service  in 
other  settings. 

The  third  option  is  simply  a  vari¬ 
ation  on  each  of  the  first  two  options 
described  above  and  gives  special 
treatment  to  dental  services.  Because 
dental  services  may  be  substantially 
more  costly  than  a  clinic’s  other  ser¬ 
vices,  the  State  may  wish,  for  reasons 
of  efficiency  or  ease  of  administration, 
to  reimburse  dental  services  according 
to  a  set  cost  rate  per  beneficiary  visit. 

If  the  State  requests  it,  the  Medicare 
carrier  will  calculate  such  a  rate  for 
each  clinic,  based  on  an  estimate  of 
the  total  allowable  costs  and  total  pa¬ 
tient  visits  for  that  clinic’s  dental  ser¬ 
vices.  Having  chosen  to  reimburse 
dental  services  separately,  the  State 
could  then  either  use  a  single  all  inclu¬ 
sive  rate  for  all  other  services  and  sup¬ 
plies,  or  it  could  follow  option  two  by 
reimbursing  the  other  five  identified 
services  on  a  fee-for-service  basis  and 
use  the  Medicare  rate  for  the  remain¬ 
ing  services.  Thus,  under  the  third 
option,  a  clinic  will  either  be  reim¬ 
bursed  by  two  cost  rates  (one  for 
dental  services  and  another  for  all 
other  services)  or  it  will  be  reimbursed 
by  two  rates  (the  Medicare  cost  rate 
and  the  dental  services  cost  rate),  plus 
separate  schedules  for  eyeglasses, 
hearing  aids,  prescribed  drugs,  pros¬ 
thetic  devices  and  durable  medical 
equipment. 

12.  RECONCILIATION  OF  PAYMENTS 

At  the  conclusion  of  the  reporting 
period  an  independent  clinic  will  be  re¬ 
quired  to  submit  a  report  on  its  actual 
allowable  costs  and  the  actual  number 
of  visits  by  all  patients  and  by  Medic¬ 
aid  beneficiaries.  The  total  amount  of 
Medicaid  reimbursement  to  which  the 
clinic  was  entitled  for  the  reporting 
period  will  be  calculated.  If  this 
amount  differs  from  the  amount  paid 
to  the  clinic  during  the  reporting 
period,  a  reconciliation  payment  will 
be  made.  If  the  clinic  had  been  paid 
too  much  during  the  reporting  period, 
the  reconciliation  could  be  made 
through  several  installment  payments 
or  through  a  series  of  offsets  against 
subsequent  reimbursement  payments. 
This  procedure  is  specified  in  more 
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detail  in  the  Medicare  reimbursement 
regulation  at  42  CFR  405.2427  (43  FR 
8264). 

13.  ALLOWABLE  COSTS 

The  costs  which  are  allowable  in  cal¬ 
culating  an  independent  clinic’s  reim¬ 
bursement  are  also  specified  in  the 
Medicare  reimbursement  regulation  at 
42  CFR  405.2428. 

Allowable  costs  are  defined  as  those 
costs  incurred  by  the  clinic  which  are 
reasonable  in  amount  and  are  neces¬ 
sary  for  the  efficient  delivery  of 
health  care  services.  They  specifically 
include  compensation  for  the  physi¬ 
cians’  supervisory  responsibilities  re¬ 
quired  under  Pub.  L.  95-210  or  under 
State  law.  These  costs  will  be  subject 
to  screening  guidelines  and  other  tests 
of  reasonableness  established  by 
HCFA  and  the  carriers.  Clinic  costs  in 
excess  of  such  guidelines  and  tests  will 
not  be  allowed  unless  the  clinic  can 
show  reasonable  justification  for  the 
excess. 

Other  Statutory  Provisions 

1.  Pub.  L.  95-210  amends  the  so- 
called  “freedom  of  choice”  clause  of 
the  Medicaid  statute  (Section 
1902(a)(23)  of  the  Social  Security  Act, 
42  U.S.C.,  1396a(a)(23))  by  stating  that 
a  State  Medicaid  plan  is  not  out  of 
compliance  if  “the  plan  provides  for 
payment  of  rural  health  clinic  services 
only  if  those  services  are  provided  by  a 
rural  health  clinic.”  In  our  view,  since 
rural  health  clinics  are  the  only  facili¬ 
ties  qualified  under  Pub.  L.  95-210  to 
furnish  rural  health  clinic  services, 
this  provision  is  adequately  imple¬ 
mented  by  the  existing  regulation  on 
freedom  of  choice  (42  CFR  449.20)  and 
no  amendment  to  the  regulation  is 
proposed. 

2.  Pub.  L.  95-210  does  not  require 
that  States  permit  nurse  practitioners 
or  physician  assistants  to  furnish  pri¬ 
mary  health  care.  However,  as  dis¬ 
cussed  above,  for  those  states  which 
do  permit  such  practice,  the  statute 
does  require  that  Medicaid  plans  in¬ 
clude  rural  health  clinic  services.  The 
Congress  recognized  that  this  might 
create  a  compliance  problem  for  a 
State  which  authorizes  the  practice  of 
nurse  practitioners  or  physican  assis¬ 
tants,  if  State  legislation  must  be  ob¬ 
tained  in  order  to  amend  the  State 
plan  to  reimburse  rural  health  clinic 
services. 

The  Congress  dealt  with  this  poten¬ 
tial  problem  by  providing  that,  irre¬ 
spective  of  the  July  1,  1978  effective 
date,  a  State  plan  cannot  be  found  out 
of  compliance  with  the  Medicaid  stat¬ 
ute  until  the  State  legislature  has  had 
an  opportunity  to  resolve  the  difficul¬ 
ty.  Thus,  if  the  Secretary  determines 
that  State  legislation  is  necessary  in 
order  for  a  State  to  comply  with  Pub. 
L.  95-210,  the  State  plan  will  not  be  re¬ 
garded  as  out  of  compliance  with  title 
XIX  prior  to  the  first  calendar  quarter 
after  the  close  of  the  first  regular  ses- 
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sion  of  the  State  legislature  that 
began  after  the  date  of  enactment  of 
the  Act. 

The  date  of  enactment  of  Pub.  L.  95- 
210  is  December  13,  1977.  Therefore, 
any  State  whose  current  legislative 
session  began  after  that  date  should 
be  aware  of  this  provision  and  should 
promptly  review  the  statute  and  its 
State  plan  to  determine  whether  legis¬ 
lation  is  needed. 

42  CFR  Chapter  IV  is  amended  as 
set  forth  below: 

1.  §  449.10(b)  is  amended  by  inserting 
“(i)”  after  “(2)”  and  by  adding  a  new 
subdivision  (b)(2)(ii)  to  read  as  follows: 

§  449.10  Amount,  duration,  and  scope  of 
medical  assistance. 

*  *  *  *  * 

(b)  Federal  financial  participation. 

•  •  •  •  * 

(2)(i)  Outpatient  hospital  services. 

*  •  •  •  m 

(ii)  Rural  health  clinic  services.  If 
nurse  practitioners  or  physician  assis¬ 
tants  (as  defined  in  §481.1  of  this 
chapter)  are  permitted  under  State 
law  to  furnish  primary  health  care, 
"rural  health  clinic  services”  are  the 
following  services  specified  in  para¬ 
graphs  (b)(2)(ii)  (A)  through  (E)  of 
this  section,  when  furnished  to  an  out¬ 
patient  by  a  rural  health  clinic  that 
has  been  certified  in  accordance  with 
Part  481  of  this  chapter. 

(A)  Services  furnished  by  a  physi¬ 
cian  within  the  scope  of  practice  of  his 
or  her  profession  under  State  law,  if 
the  physician  performs  the  services  in 
the  clinic  or  the  services  are  furnished 
away  from  the  clinic  and  the  physician 
has  an  agreement  with  the  clinic  pro¬ 
viding  that  he  or  she  will  be  paid  by 
the  clinic  for  such  services. 

(B)  Services  furnished  by  a  physi¬ 
cian  assistant,  nurse  practitioner, 
nurse  midwife  or  other  specialized 
nurse  practitioner  (as  defined  in 
§§405.2401  and  481.2  of  this  chapter) 
who  is  a  member  of  the  clinic  staff,  if 
the  services  are  within  the  scope  of  his 
or  her  professional  practice,  as  permit¬ 
ted  under  State  law. 

(C)  Services  and  supplies  that  are 
furnished  as  an  incident  to  profession¬ 
al  services  furnished  by  a  physician, 
physician  assistant,  nurse  practitioner, 
nurse  midw’fe,  or  specialized  nurse 
practitioner.  (See  §§  405.2413  and 
405.2415  of  this  chapter  for  the  crite¬ 
ria  for  determining  whether  services 
and  supplies  are  included  under  this 
clause.) 

(D)  Any  other  ambulatory  services 
offered  by  a  rural  health  clinic  that 
are  otherwise  included  in  a  State  plan 
and  that  meet  specific  State  plan  re¬ 
quirements  for  the  furnishing  of  those 
services.  These  services  are  not  subject 
to  the  physician  supervision  require¬ 
ments  specified  in  §  481.8(b)  of  this 


chapter,  except  as  required  by  State 
law  or  the  State  plan. 

(E)  Part-time  or  intermittent  visiting 
nurse  care  and  related  medical  sup¬ 
plies  (other  than  drugs  and  biologi- 
cals)  if: 

(1)  The  clinic  is  located  in  an  area  in 
which  the  Secretary  has  determined 
that  there  is  a  shortage  of  home 
health  agencies  (See  §  405.2417  of  this 
chapter); 

(2)  The  services  are  furnished  by  a 
registered  nurse,  a  licensed  practical 
nurse  or  a  licensed  vocational  nurse 
employed  by,  or  otherwise  compensat¬ 
ed  for  the  services  by,  the  clinic; 

( 3 )  The  services  are  furnished  to  a 
homebound  individual;  and 

( 4 )  The  services  are  furnished  under 
a  written  plan  of  treatment  that  is  es¬ 
tablished  and  reviewed  at  least  every 
60  days  by  a  supervising  physician  of 
the  clinic  or  that  is  established  by  a 
physician,  physician  assistant,  nurse 
practitioner,  nurse  midwife  or  special¬ 
ized  nurse  practitioner  and  reviewed 
and  approved  at  least  every  60  days  by 
a  supervising  physician  of  the  clinic. 

For  purposes  of  visiting  nurse  care,  a 
“homebound  individual”  means  an  in¬ 
dividual  who  is  permanently  or  tempo¬ 
rarily  confined  to  his  or  her  place  of 
residence  because  of  a  medical  or 
health  condition.  The  individual  may 
be  considered  home  bound  if  he  or  she 
leaves  the  place  of  residence  infre¬ 
quently.  For  this  purpose,  "place  of 
residence”  does  not  include  a  hospital 
or  a  skilled  nursing  facility. 

•  •  •  •  • 

2.  §  450.30(a)  is  amended  by  adding  a 
new  paragraph  (a)(10)  to  read  as  fol¬ 
lows: 

§  450.30  Reasonable  charges. 

(a)  State  plan  requirements.  A  State 
plan  for  medical  assistance  under  title 
XIX  of  the  Social  Security  Act  must: 

•  •  •  •  • 

(10)  Rural  health  clinic  services.  Ef¬ 
fective  July  1,  1978,  provide  for  pay¬ 
ment  of  rural  health  clinic  services  as 
defined  in  §  449.10(b)  of  this  chapter. 

(i)  For  “provider  clinics”,  the  State 
plan  must  provide  for  reimbursement 
on  the  basis  of  a  cost-rate  per  clinic 
visit,  calculated  by  the  Medicare  fiscal 
intermediary  that  serves  the  provider, 
in  accordance  with  the  cost  principles 
and  limitations  specified  in  Part  405, 
Subpart  D,  of  this  chapter.  A  “provid¬ 
er  clinic”  is  a  clinic  that  is  an  integral 
part  of  an  institutional  provider  (hos¬ 
pital,  skilled  nursing  facility,  or  home 
health  agency)  that  is  participating  in 
Medicare  and  is  operated  under 
common  licensure,  governance  and 
professional  supervision  with  other  de¬ 
partments  of  the  institution. 

(11)  For  any  clinic  that  is  not  a  “pro¬ 
vider  clinic”,  and  does  not  furnish  any 


of  the  services  or  supplies  listed  in 
paragraph  (aXIOXiv)  of  this  section, 
the  state  plan  must  provide  for  pay¬ 
ment  at  the  reasonable  cost  rate  per 
visit  established  for  the  clinic  by  the 
Medicare  carrier  under  §405.2426  of 
this  chapter. 

(iii)  For  any  clinic  that  is  not  a  “pro¬ 
vider  clinic”,  and  does  offer  any  of  the 
services  or  supplies  listed  in  paragraph 
(aXIOXiv)  of  this  section,  the  State 
plan  must  provide  for  reimbursement 
of  those  services  by  one  of  the  follow¬ 
ing  methods: 

(A)  Payment  for  all  clinic  services  at 
a  single  cost-reimbursement  rate  per 
clinic  visit,  established  by  the  Medi¬ 
care  carrier,  that  includes  the  cost  of 
all  services  furnished  by  the  clinic. 

(B)  Payment  for  each  service  listed 
in  paragraph  (aXIOXiv)  of  this  section 
at  rates  or  charges  established  by  the 
State,  subject  to  the  upper  limits 
specified  in  paragraph  (b)  of  this  sec¬ 
tion.  Under  this  option,  all  other  ser¬ 
vices  furnished  by  the  clinic  must  be 
paid  at  the  Medicare  reimbursement 
rate  per  visit,  as  specified  in  §  405.2426 
of  this  chapter. 

(C)  Payment  for  dental  services  on 
the  basis  of  a  fixed  cost  rate  per  clinic 
visit,  calculated  by  the  Medicare  carri¬ 
er  on  the  basis  of  the  clinic’s  estimated 
total  allowable  costs  for  dental  ser¬ 
vices  and  total  estimated  patient  visits 
for  dental  services  (subject  to  any 
screening  quidelines  or  tests  of  reason¬ 
ableness  established  by  the  Health 
Care  Financing  Administration  or  the 
Medicare  carrier).  If  the  State  agency 
elects  this  option  for  dental  services, 
the  State  plan  must  provide  for  pay¬ 
ment  of  all  other  services  by  either  a 
single'  cost  reimbursement  rate  per 
clinic  visit,  calculated  by  the  Medicare 
carrier,  or  in  accordance  with  para¬ 
graph  (aXIOXiiiXB)  of  this  section. 

(iv)  The  services  and  supplies  subject 
to  the  payment  methods  specified  in 
paragraph  (aXIOXiii)  of  this  section 
are:  (A)  Dental  services;  (B)  eye¬ 
glasses;  (C)  Hearing  aids;  (D)  Pre¬ 
scribed  drugs;  (E)  Prosthetic  devices; 
and  (F)  Durable  medical  equipment. 

(v)  Payments  made  according  to  a 
cost  reimbursement  rate  per  visit  will 
be  subject  to  reconciliation  after  the 
close  of  the  reporting  period,  in  accor¬ 
dance  with  §  405.2427  of  this  chapter. 

(Secs.  1102,  1833,  and  1902(a)(13),  Social  Se¬ 
curity  Act;  49  Stat.  647,  91  Stat.  1485  (42 
U.S.C.  1302,  13951,  and  1396a(a)(13).) 

(Catalog  of  Federal  Domestic  Assistance 
Program  13.714,  Medical  Assistance  Pro¬ 
gram). 

Dated:  February  24,  1978. 

Robert  A.  Derzon, 
Administrator,  Health  Care 
Financing  Administration. 

Approved:  March  27,  1978. 

Joseph  A.  Califano,  Jr., 

Secretary. 

(FR  Doc.  78-8570  Filed  3-30-78;  8:45  am] 
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